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XTO  REV  PROD  88  (7-69)  PAID  UP  {04/17/07)B 

OIL,  GAS  AND  MINERAL  LEASE 

THIS  AGREEMENT  made  this  5  day  of  January,  2008,  between  Melody  R.  Gavina,  Lessor  (whether  one  or  more),  whose  address  is:  9714 
Santa  Paula  Drive,  Fort  Worth,  Texas,  76116,  and  XTO  Energy  Inc.,  whose  address  is:  810  Houston  St.,  Fort  Worth,  Texas  76102,  Lessee. 
WITNESSETH: 


on  said  land,  necessary  or  useful  in  Lessee's  operations  in  exploring,  drilling  for.  producing,  treating,  storing  and  transporting  minerals  produced 
5^'S2l?J^n4p<lve,f4hereby  °i  ?"Z  othe- land  adjacent  thereto.  The  land  coverecThereby,Tierein  called  "said  land,"  isTocafed  In  the  County  of 
TARRANT.  State  of  Texas,  and  is  descnbed  as  follows: 

0.257  acres  of  land,  more  and  less,  and  being  more  particularly  described  as  Block  7,  Lot  24,  of  Unda  Vista  Estates  Addition, 
Tarrant  County,  Texas,  according  to  the  Plat  recorded  In  Volume  388-C,  Page  70,  Plat  Records,  Tarrant  County,  Texas,  and 
amendments  thereof,  including  streets,  easements,  and  alleyways  adjacent  thereto,  and  any  riparian  rights. 

This  is  a  non-developmental  Oil  &  Gas  Lease,  whereby  Lessee,  Its  successors  or  assigns,  shall  not  conduct  any  operations,  as  defined  herein,  on 
the  surface  of  said  lands.  However,  Lessee  shall  have  the  right  to  pool  or  unitize  said  lands,  or  part  thereof,  with  other  lands  to  comprise  an  oil 
and/or  gas  development  unit 

This  lease  also  covers  and  includes,  in  addition  to  mat  above  described,  all  land,  if  any,  contiguous  or  adjacent  to  or  adjoining  the  land  above 
described  and  (a)  owned  or  claimed  by  Lessor  by  limitation,  prescription,  possession,  reversion,  after-acquired  title  or  unrecorded  instrument  or  (b) 
as  to  which  Lessor  has  a  preference  right  of  acquisition.  Lessor  agrees  to  execute  any  suppternerrtal  instrument  requested  by  Lessee  for  a  more 
complete  or  accurate  description  of  said  land.  For  the  purpose  of  determining  the  amount  of  any  bonus  or  other  payment  hereunder,  said  land  shall 
be  deemed  to  contain  0.257  acres,  whether  actually  containing  more  or  less,  and  the  above  recital  of  acreage  in  any  tract  shall  be  deemed  to  be 
the  true  acreage  thereof.  Lessor  accepts  the  bonus  as  lump  sum  consideration  for  this  lease  and  all  rights  and  options  hereunder. 

n  2  J^li!?!?^0^?!'  ,!emi?5lted  1orJon9er  (BP*. 10  force  u.nder  other  provisions  hereof,  this  lease  shall  remain  in  force  for  a  term  of 
-A^^f  "2^  Pfi?ref^°f'  teranafter  caHed  "primary  term,"  and  as  long  thereafter  as  operations,  as  hereinafter  defined,  are  conducted  upon 
said  land  with  no  cessation  for  more  than  ninety  (90)  consecutive  days. 

3o6s/rovaltyJ-efsee  covenants  andagrees:  fa)  To  deliver  to  the  credit  of  Lessor,  in  the  pipe  Kne  to  which  Lessee  may  connect  its  wells,  the  equal 
JSZt  n&^Jil'^f  P^"0^  and  s^ed  by  Lessee  from  said  land  or  from  tme  to  fime,  at  the  option  of  Lessee,  to  pay  Lessor  the  average 
g^mark^  «ge  Jff^Jffi1  <*  0,1  ?  wIs„as°f  the  day  it  is  run  tp  the  pipe  line  or  storage  tanks,  Lessor's  interest,  in  either 
Swtt^^fff^S"9  rerKjerrtmarketabte  pipe  line  oil;  b  To  pay  Lessor  on  gas Ind  casinghead  gas  produced  from 
saW  land  (1  )whensold  by  Lessee,  25%  of  the  amount  realized  by  Lessee,  computed  at  the  mouth  ofthe  well,  or(2Ywhen  usedby  Lessee  off 
said  land  or  r\  the  manirfacture  of  gasoline  or  other  products,  the  market  value,  at  the  mouth  of  the  well,  of  25%  of  such  gas  and  casinghead 
gas;  (c)  To  pay  Lessoron  all  other  minerals  mined  and  marketed  or  utilized  by  Lessee  from  said  land,  one-tenth  either  in  kin  dor  value  at  the  well  or 
mne  at  Lessees  election,  except  that  on  sulphur  mined  and  marketed  the  royalty  shall  be  one  dollar  ($1 .00)  per  long  ton.  If,  at  the  expiration  of 
the  pnmary  term  or  at  any  time  or  times  thereafter,  there  is  any  well  on  said  land  or  on  lands  with  which  said  landor  any  portion  thereof  has 


W"KJ T2Loccu,!5a-  .coyenarns  ana  agrees  to  use  reasonable  diligence  to  produce,  utilize,  or  market  the  minerals  capable  of  beinq 

^^^S^^fl^i  Sl^f  exerase  d''igence.  Lessee  shall  not  be  obligated  to  install  or  furnish  facilities  other  than  well  facilities 
f!^S!SSS^S^J^!f^^  flow  lines,  separator,  and  lease  tank,  and  shall  not  be  required  to  settle  labor  trouble  or  to  market  gas  upon  terms 
unacceptable  to  Lessee.  If,  at  any  time  or  times  after  the  expiration  ofthe  primary  term,  all  such  wells  are  shut-in  for  a  period  of  ninety  ronsecutive 
days,  and  during  such  time  there  are  no  operations  on  said  land,  then  at  or  before  the  expiration  of  said  ninety  day  period,  Lessee  shall  Dav  or 


».«  u...w  w.  K«,..^..i  u5d,i»"uw,"ww™  iuydiuc»  wmui  wuuiu  ue  uau  unoer  mis  tease  rr  me  wens  were  proaucinq,  and  may  be 
deposited  in  such  bank  as  directed  by  Lessor,  or  its  successors,  which  shall  continue  as  the  depositories,  regardless  of  changes  in  the 
ownership  of  shut-in  royalty.  If  at  anytime  that  Lessee  pays  ortenders  shut-in  royalty,  two  or  more  parties  are,  or  claim  to  be,  entrtiedto  receive 
sUme-  ILf^felmayLin  of  any  °™  method  of  payment  herein  provided,  pay  or  tender  such  shut-in  royalty,  in  the  manner  above  specified, 
£SSr  to  2"°"  9r  separa*?^  to  each  in  accordance  with  their  respective  ownerships  thereof,  as  Lessee  may  elect  Any  payment 
£^^Wbf  made  by  check ^or  draft  rfLe^ee  deposrted in  the  mail  or  delivered  to  the  parly entitled  to  receive  payment  orto  adeposrtory 
^f^T^S?^  *  bfforethelast  date  for  payment.  Nothing  herein  shall  impair  Lessees  right  to  release  as  provided  in  paragraphs 
hereof  In  the  event  of  assignment  of  this  tease  in  whole  or  in  part,  liabiltyfor  payment  hereunder  shall  restexclusively  on  the  then  cwie7o7owhers 
or  tnis  lease,  severaly  as  to  acreage  owned  by  each. 

4.  Lessee  is  hereby  granted  the  right,  at  its  option,  to  pool  or  unitize  any  land  covered  by  this  lease  with  any  other  land  covered  bv  this  lease 

^  ir>^  ^^^i^^'^3^8'  ?nIor  a*  ^St^^0!?20^?' 30  as  to  establish  units  containing  not  more  than  80  surface  acres 
plus  10%  acreage  tolerance;  provided,  however,  unfe  may  be  established  as  to  any  one  or  more  horizons,  or  existing  units  mav  be  enlarged  as  to 

iilH^j^Hl3*  c^ngnead  qas  (2)  liquid  hydrocarbons  (condensate  which  are  not  iquSs  in  the  subsurface  reservoir,  (3)  minerals  product 
«ST  ^^i^^1*'^  JSES3®  ^e"s  ^J1*  cons?SS!59n  «9er»9y  havirw  jurisdiction.  If  larger  units  than  any  of  those  herein  permitted,  ^ther  at  the 
S^SSS"6*  or  altermrarg^rrfint  are  permrttedor  required  under  any  governmental  rule  or  order,  for  the  drillng  or  operation  bf  a  well  at  a 
^SiSSXSS^^^^^^  alow%  £°mAny  we"  to  bejfed,  drilling,  or  already  drilled,  any  such i  unit  maybe  establtehedor 
enlarged  to  confomvto  the  size  permitted  or  required  by  such  governmental  order  or  rule.  Lessee  shall  exercise  said  option  as  to  each  desired  unit 

S^SSS^^irSJiment  ifeSSW  5  andJ"in9  recorti  in  me  ^bic  office  in  wnich  this  lease  is  recorded.  Such^u^TbWe 
S&StBS^SSi!!?*  P"^®?  £?r  >n  Mid  instrument  or  instruments  but  rf  said  instrument  or  instruments  make  no  such  provision,  then  such  unit 
shaH  become  effective  on  the  datesuch  instrument  or  instoments  are  so  filed  of  record.  Each  of  said  options  may  be  exercised  by  Lesseeat  any 
3ndftx)m  ttmeto  Jnw  while  thisj tease  .is  in  force,  and  whether  before  or  after  operations  or  production  has  been  established  either  on  said 
Wr^.^itlP0^  °f  831(1  ^  'pcluded 'n  the  unit,  or  on  other  land  unitized  therewith.  A  unit  established  hereunder  shall  be  valid  and  effective 
SCiP^KSSIilS^8  lease  ^  tnousfi  $!?  "i*?-'  OT  leasehoW  interests  in  lands  within  the  unit  which  are  not  effectively 
ES?  °rri,"lB^d-  ^rattoJls  c<?n&K2ed  2"  53!  P3*  °l^oh  "nitized  land  shall  be  considered,  for  all  purposes,  except  the  payment  of 
Ey^°^^s  US?°  ^  ftS  fease-  There  shaH  be  aJlocated  to  the  land  covered  by  this  fe^withineach  such  unit  (or 

Si^Jlfr^!!  ^J^S'lft6^11  lf  mis  'ease  .covers  separate  tracts  wiftin  the  unit)  that  proportion  of  the  total  production  of  unitized 
m,ne?5  2?"],™  un\  after  deducting  any  used  in  lease  or  unit  operations,  which  the  number  of  surface  acres  in  such  land  (or  in  each  such 
^PjratejBct)  covered  by  thisjease  wHhin  the  unit  bears  to  the  toStnumber  of  surface  acres  in  the  unit,  and  Se^Sn^aKed  sKe 
SS^^!.5iJR^^iS!!?a^^  ^fe^  °t!^  weeing  royalty  and  any  other  payments  out  of  production,  to  bettwentire 
^"^^^L"11^'3  !^"™/and  to  wn^n  allocated;  in  foe  same  manner  as  though  produced  therefrom  under  the  terms  of  this  lease. 
Iit^  9VVT5  Si!fimversK)n1ary  ^tate  of  any  term  royalty  or  mineral  estate  agrees  that  the  accrual  of  royalties  pursuant  to  this  paragraph  wof 
^  ■S^JS^  JSSS/hS  SSSS.  HP^fcJ"1  SP^PB  P^^gn  of  oil  or  gas.  The  Snnation  of  anySereunde 

n^S^^^^!^^^'8  ,e?se  sna"  have  the  effect  of  exchanging  or  transferring  any  interest  under  this  lease  (including,  without 
Ste£^^lK^l/?^^iSl ^^"B  Rayabteunder  the  tease  be&veen  parties  owning 'interests  in  land  covered  by  this  tease  and 
£S  K  nginteresls  in  land  not  covered  by  ths  tease.  Neither  shall  it  impair  the  right  of  Lessee  to  release  as  provided  in  paragraph  5  hereof 
l^^T^^l  nil2  ¥#to  n  *£ni  wn^  *ere  are  operations  thereon  for  unitized  minerals  untesl  aff SSed  ^Ssis 

^^^S^^'^fe*^1"  ^."5: Atany  ^  ^  le?se  ■ JT  force  Lessee  may  dissolve  any  unit  established  hereunderETfiling  for 
A^^L0^^^!^'!^^^?^  dectara^on  to  ^  effects  at  that  tfme  there  is  no  unitized  minerals  being  produced  from 
^o^^K^^i^?  ^  be  amen^  r^form^,  reduced  or  OTlaraed  by  Lessee  at  its  election  at  any  time  and  from  time  to  time  after  the 
cronalforming  thereof  by  filing  an  apprc^ate  instrument  of  record  in  the  public  office  in  which  the  pooled  acreage  is  located  Subject  to  fhe 
eSSl^SE!^"4' a  unitc^estebHshed  hereunder  shall  rerrainTforce  so  long  as  any  lease  subject  tJ^reto  sS^^ir^L  If 
this  tease  now  or  hereafter  covers  separate  tracts,  no  pooling  or  unitization  of  royalty  interests  as  between  anysuch  separate  tracts  is  Intended 


or  shall  be  Implied  or  result  merely  from  the  inclusion  of  such  separate  tracts  within  this  lease  but  Lessee  shall  nevertheless  have  the  right  to 
pool  or  unitize  as  provided  in  this  paragraph  4  with  consequent  allocation  of  production  as  herein  provided.  As  used  in  this  paragraph  4,  the 
words  "separate  tract"  mean  any  tract  with  royalty  ownership  differing,  now  or  hereafter,  either  as  to  parties  or  amounts,  from  that  as  to  any  other 
part  of  the  leased  premises. 

5.  Lessee  may  at  any  time  and  from  time  to  time  execute  and  deliver  to  Lessor  or  file  for  record  a  release  or  releases  of  this  lease  as  to  any 
part  or  all  of  said  land  or  of  any  mineral  or  horizon  thereunder,  and  thereby  be  relieved  of  all  obligations,  as  to  the  released  acreage  or  interest. 

6.  Whenever  used  in  this  lease  the  word  "operations"  shall  mean  operations  for  and/or  any  of  the  following:  preparing  the  drillsite  location 
and/or  access  road,  drilling,  testing,  completing,  reworking,  recompleting,  deepening,  sidetracking,  plugging  back  or  repairing  of  a  well  in  search 
for  or  in  an  endeavor  to  obtain  production  of  oiCgas,  sulphur  or  other  minerals,  excavating  a  mine,  production  of  oil,  gas,  sulphur  or  other  mineral, 
whether  or  not  in  paying  quantities. 

7.  Lessee  shall  have  the  use,  free  from  royalty,  of  water,  other  than  from  Lessor's  water  wells,  and  of  oil  and  gas  produced  from  said  land  in  all 
operations  hereunder.  Lessee  shall  have  the  right  at  any  time  to  remove  all  machinery  and  fixtures  placed  on  said  land,  including  the  right  to  draw 
and  remove  casing.  No  well  shall  be  drilled  nearer  than  200  feet  to  the  house  or  bam  now  on  said  land  without  the  consent  of  the  Lessor.  Lessee 
shall  pay  for  damages  caused  by  its  operations  to  growing  crops  and  timber  on  said  land. 

8.  The  rights  and  estate  of  any  party  hereto  may  be  assigned  from  time  to  time  in  whole  or  in  part  and  as  to  any  mineral  or  horizon.  All  of  the 
covenants,  obfigations,  and  considerations  of  this  lease  shafextend  to  and  be  binding  upon  the  parties  hereto,  their  heirs,  successors,  assigns, 
and  successive  assigns.  No  change  or  division  in  the  ownership  of  said  land,  royalties,  or  other  moneys,  or  any  part  thereof,  howsoever  effected, 
shall  increase  the  obligations  or  diminish  the  rights  of  Lessee,  including,  but  not  limited  to,  the  location  and  drilling  of  wells  and  the  measurement 
of  production.  Notwithstanding  any  other  actual  or  constructive  knowledge  or  notice  thereof  of  or  to  Lessee,  its  successors  or  assigns,  no 
change  or  division  in  the  ownership  of  said  land  or  of  the  royalties,  or  other  moneys,  or  the  right  to  receive  the  same,  howsoever  effected,  shall 
be  binding  upon  the  then  record  owner  of  this  lease  until  sixty  (60)  days  after  there  has  been  furnished  to  such  record  owner  at  his  or  its  principal 
place  of  business  by  Lessor  or  Lessor's  heirs,  successors,  or  assigns,  notice  of  such  change  or  division,  supported  by  either  originals  or  duly 
certified  copies  of  the  instruments  which  have  been  properly  filed  for  record  and  which  evidence  such  change  or  division,  and  of  such  court 
records  and  proceedings,  transcripts,  or  other  documents  as  shall  be  necessary  in  the  opinion  of  such  recordowner  to  establish  the  validity  of 
such  change  or  division.  If  any  such  change  in  ownership  occurs  by  reason  of  the  death  of  the  owner,  Lessee  may,  nevertheless  pay  or  tender 
such  royalties,  or  other  moneys,  or  part  thereof,  to  the  credit  of  the  decedent  in  a  depository  bank  provided  for  above. 

9.  In  the  event  Lessor  considers  that  Lessee  has  not  complied  with  all  its  obligations  hereunder,  both  express  and  implied,  Lessor  shall  notify 
Lessee  in  writing  setting  out  specifically  in  what  respects  Lessee  has  breached  this  contract.  Lessee  shall  then  have  sixty  (60)  days  after  receipt 
of  said  notice  wnhin  which  to  meet  or  commence  to  meet  all  or  any  part  of  the  breaches  alleged  by  Lessor.  The  service  of  said  notice  shall  be 
precedent  to  the  bringing  of  any  action  by  Lessor  on  said  tease  for  any  cause,  and  no  such  action  shall  be  brought  until  the  lapse  of  sixty  (60)  days 
after  service  of  such  notice  on  Lessee.  Neither  the  service  of  said  notice  nor  the  doing  of  any  acts  by  Lessee  aimed  to  meet  all  or  any  of  the 
alleged  breaches  shall  be  deemed  an  admission  or  presumption  that  Lessee  has  failed  to  perform  all  its  obligations  hereunder.  If  this  lease  is 
canceled  for  any  cause,  it  shall  nevertheless  remain  in  force  and  effect  as  to  (1 )  sufficient  acreage  around  each  well  as  to  which  there  are  operations 
to  constitute  a  drilling  or  maximum  allowable  unit  under  applicable  governmental  regulations,  (but  in  no  event  less  that  forty  acres),  such  acreage 
to  be  designated  by  Lessee  as  nearly  as  practicable  in  the  form  of  a  square  centered  at  the  well,  or  in  such  shape  as  then  existing  spacing  rules 
require;  and  (2)  any  part  of  said  land  included  in  a  pooled  unit  on  which  mere  are  operations.  Lessee  shall  also  have  such  easements  on  saw  land 
as  are  necessary  to  operations  on  the  acreage  so  retained  and  shall  not  be  required  to  move  or  remove  any  existing  surface  facilities  necessary 
or  convenient  for  current  operations. 

10.  Lessor  hereby  warrants  and  agrees  to  defend  title  to  said  land  against  the  claims  of  all  persons  whomsoever.  Lessor's  rights  and 
interests  hereunder  shall  be  charged  pnmarily  with  any  mortgages,  taxes  or  other  liens,  or  interest  and  other  charges  on  said  land,  but  Lessor 
agrees  that  Lessee  shall  have  the  right  at  any  time  to  pay  or  reduce  same  for  Lessor,  either  before  or  after  maturity,  and  be  subrogated  to  the 
rights  of  the  holder  thereof  and  to  deduct  amounts  so  paid  from  royalties  or  other  payments  payable  or  which  may  become  payable  to  Lessor 
and/or  assigns  under  this  lease.  If  this  lease  covers  a  less  interest  in  the  oil,  gas,  sulphur,  or  other  minerals  in  all  or  any  part  of  said  land  than  the 
entire  and  undivided  fee  simple  estate  (whether  Lessor's  interest  is  herein  specified  or  not),  or  no  interest  therein,  then  the  royalties  and  other 
moneys  accruing  from  any  part  as  to  which  this  lease  covers  less  than  such  full  interest  shall  be  paid  only  in  the  proportion  which  the  interest 
therein,  if  any,  covered  by  this  lease,  bears  to  the  whole  and  undivided  fee  simple  estate  therein.  All  royalty  interest  covered  by  this  lease  (whether 
or  not  owned  by  Lessor)  shall  be  paid  out  of  the  royalty  herein  provided.  This  lease  shall  be  binding  upon  each  party  who  executes  it  without 
regard  to  whether  it  is  executed  by  all  those  named  herein  as  Lessor. 

1 1 .  If,  while  this  lease  is  in  force,  at  or  after  the  expiration  of  the  primary  term  hereof,  it  is  not  being  continued  in  force  by  reason  of  the  shut-in 
well  provisions  of  paragraph  3  hereof,  and  Lessee  is  not  conducting  operations  on  said  land  by  reason  of  (1)  any  law,  order,  rule  or  regulation, 
(whether  or  not  subsequently  determined  to  be  invalid)  or  (2)  any  other  cause,  whether  similar  or  dissimilar,  (except  financial)  beyond  the 
reasonable  control  of  Lessee,  the  primary  term  hereof  shall  be  extended  until  the  first  anniversary  date  hereof  occurring  ninety  (90)  or  more 
days  following  the  removal  of  such  delaying  cause,  and  this  tease  may  be  extended  thereafter  by  operations  as  if  such  delay  had  not  occurred. 

12.  Lessor  agrees  that  this  lease  covers  and  includes  any  and  all  of  Lessor's  rights  in  and  to  any  existing  weB(s)  and/or  wellbore(s)  on  said 
land,  other  than  existing  water  wells,  and  for  aB  purposes  of  this  lease  the  re-entry  and  use  by  Lessee  of  any  existing  well  and/or  wellbore  shall  be 
deemed  the  same  as  the  drilling  of  a  new  well. 

1 3.  Notwithstanding  anything  to  the  contrary  contained  in  this  lease,  at  the  option  of  Lessee,  which  may  be  exercised  by  Lessee 
giving  notice  to  Lessor,  a  wet)  which  has  been  drilled  and  Lessee  intends  to  frac  snail  be  deemed  a  well  capable  of  producing  in  paying 
quantities  and  the  date  such  well  is  shut-in  shall  be  when  the  drilling  operations  are  completed. 

14.  As  a  result  of  land  development  in  the  vicinity  of  said  land,  governmental  rules  or  ordinances  regarding  well  sites,  and/or  surface 
restrictions  as  may  be  set  forth  in  this  lease  and/or  other  leases  in  the  vicinity,  surface  locations  for  well  sites  in  the  vicinity  may  be  limited 
and  Lessee  may  encounter  difficulty  securing  surface  location(s)  for  drilling,  reworking  or  other  operations.  Therefore,  since  drilling, 
reworking  or  other  operations  are  either  restricted  or  not  allowed  on  said  land  or  otherleases  in  the  vicinity,  it  is  agreeo  that  any  such 
operations  conducted  at  a  surface  location  off  of  said  land  or  off  of  lands  with  which  said  land  are  pooled  in  accordance  with  this  lease, 
provided  that  such  operations  are  associated  with  a  directional  well  for  the  purpose  of  drilling,  reworking,  producing  or  other  operations 
under  said  land  or  lands  pooled  therewith,  shall  for  purposes  of  this  lease  be  deemed  operations  conducted  on  said  land.  Nothing 
contained  in  this  paragraph  is  intended  to  modify  any  surface  restrictions  or  pooling  provisions  or  restrictions  contained  in  this  lease, 
except  as  expressly  stated. 

IN  WITNESS  WHEREOF,  this  instrument  is  executed  on  the  date  first  above  written. 


LESSOR(S) 


BY: 


STATE  OF  TEXAS 


} 


(ACKNOWLEDGMENT  FOR  INDIVIDUAL) 


COUNTY  OF  TARRANT  } 


ADDENDUM 

This  addendum  is  attached  hereto  and  made  a  part  hereof  that  certain  Oil  and  Gas  Lease  dated 

the  5  day  of  January,  2008  by  and  between      fAejOcju  fo^HAAiV.  , 

as  Lessor  and  XTO  Energy  Inc.,  as  Lessee.  7 


In  the  event  that  any  of  the  terms  and  provisions  of  this  Addendum  conflict  with  any  of  the  terms 
and  provisions  of  the  printed  form  to  which  this  Addendum  is  attached,  then  the  terms  and 
provisions  of  this  Addendum  shall  control  and  take  precedence. 

It  is  hereby  understood  and  agreed  by  and  between  Lessor  and  Lessee  that  any  and  all  fees 
required  by  lienholders  for  the  purpose  of  obtaining  a  subordination  are  the  responsibility  of 
Lessee,  its  successors  and  assigns  and  all  monies  applicable  to  said  fees  will  be  paid  by  Lessee. 

Anything  in  the  lease  to  the  contrary  notwithstanding,  it  is  agreed  that  the  royalty  paid  under  this 
lease  shall  be  twenty  five  percent  (25%).  Lessor's  royalty  shall  be  free  and  clear  of  all  costs  and 
expenses  whatsoever  including  expenses  of  separation,  compression,  marketing,  transportation, 
treating  or  manufacturing  oil  or  gas  produced  hereunder,  save  and  except  ad  valorem  and 
production  taxes.  Provided,  however,  Lessor's  royalty  shall  be  subject  proportionately  to  any 
charges  incurred  by  Lessee  for  compressing,  treating,  processing,  gathering,  transporting  and 
marketing  under  Lessee's  gas  purchase  contract  with  a  nonaffiliated  third  party  covering  the  sale 
of  production  from  the  lands  included  in  this  lease. 

Lessee  agrees  to  indemnify  and  hold  Lessor  harmless  from  any  and  all  liability,  damages, 
reasonable  attorney's  fees,  expenses,  causes  of  action,  suits,  claims  or  judgments  of  any  kind  or 
character  for  injury  to  persons  or  property  caused  directly  by  Lessee's  operations  on  the  subject 
land. 

Lessor  does  not  warrant  title  to  the  mineral  rights  under  the  Leased  premises.  In  the  event  all  or 
part  of  the  Lessor's  title  should  fail,  then  Lessor  shall  have  no  liability  for  such  failure  other  then 
refunding  that  portion  of  the  bonus  paid  for  this  Lease  attributable  to  the  interest  as  to  which  title 
has  failed. 

It  is  understood  and  agreed  that  Lessee  shall  earn  depths  as  to  each  proration  unit  or  pooled  unit 
only  to  100'  below  the  base  of  the  deepest  producing  formation  on  such  proration  unit  or  pooled 
unit  at  the  expiration  of  the  primary  term  of  this  lease,  unless  continuous  operations  are  being 
conducted  as  provided  for  above,  and  that  this  lease  will  terminate  at  such  time  as  to  all  depths 
below  such  depth. 

The  consideration  paid  for  this  lease  shall  also  constitute  consideration  for  an  option  to  the 
Lessee,  its  successors  and  assigns,  to  extend  the  initial  three  (3)  year  primary  term  for  a  second 
two  (2)  year  term.  This  option  may  be  exercised  anytime  during  the  initial  primary  term  by 
delivery  of  payment  of  an  additional  bonus  of  $5000.00  per  net  mineral  acre.  The  bonus  payment 
shall  constitute  notice  to  Lessor  of  exercise  of  the  option.  In  the  event  Lessee  elects  to  exercise 
this  option  and  makes  the  bonus  payment  provided  for  above,  then  all  terms  of  this  lease  shall 
remain  in  full  force  and  effect  as  if  the  original  primary  term  was  five  (5)  years. 


